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LONG TERM DAIRY POLICY: 


We welcomeds the (January 22, 19386 sannouncement by) The |Hon. 
John Wise indicating a federal commitment to the national dairy program 
Eerediitunther (> yearsay “In pecontinuimeytoehave the! program ‘based ron ha 
supply management system, some future stability for the industry can be 
anticipated. We concur in the Minister's observation that "when some- 


thing is working well, you shouldn't tinker with it". 


Dairy production remains a declining industry, nonetheless. 
pies ChisMCe set the 1985=s6mindtstriabemilkwquotarat! 46.6 MhL, of which 
fee ne. was determined: to bev needed “for domestic purposes and 1../26 
Mile was designated) *iorVithemopectal rExport@aiPropram™ (StH iP. )y. In 
eepruery, (9609 the federal epovernment announcedmthat for 19S5—864" the 
$6.03/hL federal subsidy would only be payable on the first 1.1 MhL of 
ener SvECPs milk. 


One August Hoy eles.) Cher CMSMGwestabbished® the’ in-quota: levy 
rate at $5.14/hL to finance the export of skim milk powder. Effective 
August 16, 1985, the producer target returns were set at $45.68/hL, 
which, after reductionwofathe $5 114 /be levy, leaves $40.54/hL for the 


44.9 MhL industrial milk designated for domestic use. 


OniaChent his Slevin wot fos em Dewathe netroeiikasttarceted 
are $45.68/hL, ie Sige hie $2907 3/ ni levy assessed for the cost of export- 
ing this milk, leaving $15.96/hL for the producer. For the remaining 
Drow OU a ene bareeG  reliini 1s “reduced to ESP a eine as it is on the 
firet) §1/,, “of “production@in iexcess mor MS0tmraiter which the ever-quota 


Vevyerdte aeesog. -00/hl po becauserotl low treburns: onethe SEP. milked tts 


production is optional ii tne provinces icra tS possible rh We ks Ss 


ZaGVOnwOD We ake Pe may not occur.  Wesare not clear what the impact 
Teor be  laetOraleeproductiionsstallssshort of the needs for the 5.E.P. 


Other matters related to the long term dairy policy remain to 
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be resolved or may have further negative impacts on future production. 


These include: 


1. The Returns Adjustment Formula is currently under review, 
however, the objective of the review is unclear or by whom it is being 
conducted. We would be concerned, for example, if the triggering 
Mechanism for increasine, they TareetyReturms Level were further weighted 


against producer interests. 


2 omer lee S60 mele meederal sovernment discontinued 
paying butter marketing -operating costs. Marketing boards are using 
with-in quota levy funds to pay for storage and buying of butter in the 
pod le) (lov ime perl od.) Our (concert ssi (Ghat “producers may end up 
paying Chis pia) miition, annual cost ‘when the stated intent of the 


policy was to put the processing industry in closer touch with the 


marketing sector. We question how this objective will be achieved when 
Peocucers Srelpayinguthe cost. theraby removing the incentive for the 


processing industry to demonstrate its market "sensitivity". 


3. The issue of cheese imports remains to be dealt with at 
the next round of multilateral trade negotiations. The Minister of 
State for International Trade has made a commitment to press for 
improvements in Canada's balance of trade in cheese. The commitment 
Fora 20% feeduction anvchesse import iquotas made by the Minister of 
Agriculture remains to be fulfilled. Projections still place specialty 
cheese imports for 1985-86 and 1986-87 at 20,000 t for each year. 


Se) DUGCeT ec Oncumpelon Wie sexpecled to declime iby" 4, .in the 
1985-86 dairy year. The’ C.DVC. held sales in February 1984 and’ 1985 
but no comparable sale was announced for this year. The Commission is 


reportedly exploring options of holding a longer, more effective sale 


feCOE (Enis yCau, 8 lr co, wwe would appLcetace lGarning deta Ds omep ans 
being considered. 


5. The Nielsen Task Force on Program Review contained some 


extremely negative proposals for the dairy industry which stated as 


follows: 


"The study team recommends to the Task Force that the govern- 
ment consider the following options: 
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"_ Enact dairy supply management under the Farm Products Market-— 
ing Agencies (FPMA) Act: 


- industrial milk producers would assume full responsibility 
for program management and financing; 


- the government would eliminate all federal program expendi- 
tures for subsidies, marketing costs and the operation of 
the Canadian Dairy Commission; 


- dairy supply management would be under the supervisory 
control of the National Farm Products Marketing Council; 


-— savings would be approximately $300 million annually. 
Implementation would require amendments to the FPMA Act. 
The CDC Act could be repealed. 


- A variation of the above option which would preserve a mini- 
mal level of federal program involvement and _ financial 
responsibility would entail: 


- retention of the Canadian Dairy Commission to regulate 
domestic support. prices, and to ‘operate, with «the Ganadian 
Milk Supply Management Committee, producer supply manage- 
ment ; 


—- elimination of federal expenditures for marketing costs, 
domestic and export subsidies; 


- creation of a regulatory supervisory body composed of pro- 
ducer, processor, consumer and federal government represen- 
tatives with power to direct the operations of the Canadian 
Dairy Commission in the public interest. 


Savings would be approximately $300 million annually (the 
government would continue to fund the administration of re- 
maining -CDC functions). Amendments to the CDC Act would be 
required to create a supervisory body with statutory power to 
oversee and direct CDC operations." 


Neither of these two options would be acceptable to dairy 


producers and we reject them in total. 


We can foresee that the current 5 year dairy program might be 
systematically dismantled between now and 1991 if current government 
PaLlosophy toward ceresilation and, tree (Crade i;ontinues: unchecked. . It 
PSaoum Oper L Nemes. Un wd LOeanOlCMadVise. tne lask Force to) advance these 
recommendations. We call upon the government to specifically express 


tisr rejection, ot these, “options”. 


IMPACT OF U.S. POLICY ISSUES: 


ihe Nielsen Task Force proposals, if implemented, would 
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Gurthersecstablishs the ~eroundworkiiioreiree trade, negotiations | with: the 
Uses. and sopen up» the,tloodeates for) deregulationyof the ‘dairy ‘industry. 


We have no doubt that) free trade would spell the death-knell of the 
Canadian dairy industry asuwe eknow ist. 


thes Usese. Léstrtle Food.SecuritypAcrt of 1 985. siened December 
23rd by President Reagan has as its primary theme the making of commo- 
dity programs more market-oriented. A '"whole-herd buyout program" will 
pay U.S. dairy farmers to slaughter their dairy herds during the next 


eo months gand gremaind out jon imi lwiproduction” Gor itheicnext') ‘years: 


The program, it is predicted, will leave fewer but larger 
Parmers; weduced production “capacity ‘and less) inceéntive to produce 
because of lower prices. The target is to reduce national productive 
Gapacity by 12 billion pounds. Accepted liquidation bids of dairy 
merds will result in the slaughter of 951,619 cows, 347,739 heifers: and 
iyo Jo Calves between April by LT ooeandmAucust oi, lev. (Complicating 
the impact of the Farm Bill is the Gramm-Rudman-Hollings Bill, which as 
Gi March i, £986, reduced’ the erfective support price for milk by 
55¢/cwt. 


However, offsetting the production cuts effected by the herd 
reduction program may be new technological advances* in the administra- 
bron ,Ol bovine growth hormones “(bGH), prolactin (Pri), insulin and 
thyroxine which have the properties to manipulate bovine growth hormone 
secretion to improve milk production and feed efficiency of dairy cows. 
Diep real toneoto the airy industry sare tremendous. Milk-yield. per 
Sov tt increase "lj to 4.) teed eliverency 6 to 26/, ‘growin rate of 
Heifers 6 €0 10, and mammary growth pup to 338,. It was expected that 
bGH would be approved by the U.S. Federal Drug Administration and be in 
Sommerciai, use in the Uss. by boos.) Aldwiiso. cows; tt-was- estimated , 
would use the hormone by 1998. This technology would increase average 
Per cow mUleyprodver ton, by) 255, With consequences on milk price, dairy 


COW population and) herd Size in the Us. 


Against this background the need for a policy of non-negotia- 
ble milk quotas becomes’ self-evident. the inmovators in the dairy 


business to first apply this technology would place a great deal of 


* Paper presented to the Canadian Agricultural Outlook Conference, Dec. 1985, by D. Petitclerc and 
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J ieweoiereicareteitwottron of “additional quota: poise could ‘quickly 
result in the concentration of production within relatively few hands. 


We can, for example, foresee the eventual arm's length in- 
volvement of the processing sector financing the acquisition of quota 


which would lead to eventual corporate control over production. 


IMITATION AND ARTIFICIAL PRODUCTS: 


The downward pressures exerted by events occurring in the 
rationalization of the U.S. dairy industry and the Canadian govern-— 
ment's deregulation and free trade stance is supportive also of 
expanded encroachment into consumer markets of imitation and artificial 
Meegucts that act “as “direce competitiem to the consumption of dairy 


products. 


Preliminary estimates for margarine consumption in 1984 place 
it at 6.08 kg/capita compared to 3.39 kg/capita for butter. While the 
consumption levels of both products have declined in 1983 and 1984 from 
1982 levels, the drop in butter consumption is proportionately higher. 
(See Appendix B, Table 6) 


In part, we believe the growth in market share of margarine 
ever butter is rebated to. the variance in Che margarine coloring code 
between Quebec and Ontario. We urge the C.D.C. act to encourage the 
Duebec, government to adopt (une Ontario margarine coloring, code which 
might reduce the consumer acceptibility of margarine and reduce the 


invasion of the Ontario consumer market by Quebec-—produced margarine. 


We have on former occasions expressed our apprehension over 
the potential market threat to milk of artificial whey-based drinks as 
a result of ,relaxed investment opportunities under the "Investment 
Canada Act". It was our view that government should provide a clear 
and definitive statement within the context of announcing a new dairy 
policy indicating investment for the purposes of manufacturing such 


products would not be welcome. 


Such assurance was not contained in the January 22 dairy 


policy announcement. Wewagain request “the. eovernment ta definitely 
Stalerdan intent to ban the importation or manufacture of these. products 
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MULTIPLE COMPONENT PRICING: 


One year ago we indicated our support in principle for the 
concept of Multiple Component Pricing (MCP) which combines butterfat 
content and solids-not-fat (SNF) into the pricing system. These compo- 
mene prices also approved in principle by the Ontario Milk Marketing 
Beard are based on federal support prices for butter and skim milk 
powder. A pilot project on using this method of pricing is now being 
undertaken by the O.M.M.B. 


It the MCP (pro jeck (proves successiul, we request the Commi= 
Be1on extend its endorsation to this method for pricing dairy products 
eosattempt. to have ie -adopted for milk pricing in all provinces of 


Canada. 


CHEESE GRADING: 


As SOL April Pl oo. ell iueplant  poverument. prading of 


cheese was halted as part of cost-cutting measures. We are concerned 
by this action and recognize several problems which include the 


following: 


1. Small processors depend on government graders to give an 
unbiased opinion about the quality and grade of their product, the 
larger companies will probably have their own graders. bance Che 
government graders are going to continue grading cheese for export, and 
the large companies do most of the exporting, these companies will 
Sob! have a second opinion or quality control on their product which 


the smaller plants won't have. 


2. The smaller plants don't have the volume to hire their 
own graders and even if they did, they would have no or very little 


experience and secondly, they might be biased. 


3. The existing unbiased control will no longer be in place 
and if again required within even a short period of time of even one 
year, money will be required to train personnel to bring the system 


back to its present’ condition. 


4. Since the government inspectors are still picking up 


samples for fat and moisture tests from plants, why can't they grade 
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when they are here? 


5. The government policy doesn't allow the graders to 


express an Opinion ‘off-duty. 


6. The consumer is not going to know whether a first grade 
product is being purchased since the grades will be those of the pro- 


eessor or seller. 


7. Cheese sales have been climbing in the past few years, 
Dut) if quality slips ‘they “could “drop, thus requiring. a reduction. in 


milk supplies by producers. 


8. The economy in general may suffer due to lost jobs in 
producer and processor production, and sales staff; especially in the 


smaller communities. 


In summarizing, we ‘do’ not believe that it is in the best 


PNeerests OL einer producers or consimers to allow cheese factories to 
do their own grading. 


If the former system of government grading is to be perma- 


nently withdrawn, we suggest a new system be implemented as follows: 


i. ,that.,~mandatory, grading, must, continue for wall ‘cheddar 


cheese, and opinions or grades be given on speciality cheeses. 


2. To ensure the survival of the small independent cheese 
factories, it is necessary that funds continue to be made available to 


provide government-—appointed cheese graders at a nominal fee. 


CONTINUED NEED FOR SUPPLY MANAGEMENT: 


The combination of these various circumstances make it appar- 
ent that the major constraint to the return of complete chaos to the 


dairy industry must be the continued existence of the Canadian Dairy 


Comission. We Shall continues to ‘support the C.D.C. in its efforts to 
retain and administer supply management within the system. 


It becomes increasingly apparent that dairy producers must 


continue to basically rely only on the domestic market to consume milk 
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snd milk products.) » Toward tehis end; we again, recommend the following 
policy proposals as a means toward further stabilizing our domestic 
dairyvindustry: 


1) the jurisdiction sor the ©.D.C. should be broadened to 
piciude import “ieensinsapowersmover dairy iproductse, This is essential 
if we are not to experience the same type of fiasco in reducing cheese 


imports that we have experienced in establishing meat import quotas. 


Poe Or ier bo purchase program muse also be retained. 


Mi etn = developmentaraic ge suas ony of domestic social pro- 
prams ulilizineg “dairy products must be undertaken. Such programs might 


ine bude : 


Developing and implementing a comprehensive 


natvonalsechool imilkiprosram with quality 


standards - 


Developing a milk program for supplementing 


Gheidiees "of Wow tincome proups tim OuncsocLetyr. 


PoovinetalWieovernment departmenter responsible’ for: the 
Gaepensatvon Ollweltare tshould sbe approached to adopt such programs on 
mecOsl sharing basis with the tederal povernment’. 


iii) Expanding export trade in dairy products, both commer- 
cially and as food, must be undertaken and can in our view best be 


accomplished by the Commission. 


iv) National quotas on domestic butterfat requirements 
should be set. Maintaining current subsidies as the minimum levels of 
SlIDpPOLE, to Che domestic “dairy industry, is essential as well as re-= 


stating wehe @dairy ‘exporG subsidy “prosram to, its previous ¢evels. 


v) Research funding must be provided to explore alternate 
ways of marketing our natural dairy products. A good potential market 
for skim milk «powder, for example, exists with the sbaking) industry. It 


needs to be explored and developed. 


Theadairy industrys tanks tiirdsyain Che income classifications 
of farm products produced in Canada, being exceeded in the farm cash 


income column nationally only by grain and livestock. In 1985, income 
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BeOn od iny prodlcescmmconer bULed mio gu Olmos...) biliiom to the: farm 
economy, an increase of 12.9% over 1984. iasbeGe NOVa oCcOtia.. New 
Brunswick, Ontario and Quebec, it was the leading income product and 


Tanked second as an income earner in Newfoundland and P.E.I. 


Our complete dairy policy is attached for your reference in 
this submission as Appendix A and current dairy product statistics are 


designated as Appendix B. 


OBSERVER STATUS — CMSMC: 


We once again remind you that our past requests for acquiring 


Sbeervem status son wtne Canadian Milke supply Management Committee have 
apparently tal len on deateeacs, "We trequest: that our application be’ now 


pve Serious, GOnSsivderationvand acceptance. 


We are living in a time when producer-organized boards are 
falling under increasing pressure from organized advocacy groups who 
support free trade and can use it as a convenient pretext for attacking 
orderly marketing. We need look no further than the federal govern- 


ment’ s Nielsen Task Force as evidence. 


Presumably the members of the CMSMC are pro-orderly market- 
ing. It is not clear to us how we can be considered as a threat to the 
process of the Committee by attending its meetings as an observer. It 
seems to us that the yC.D.C. and the ‘CMSMC can use all the friends they 
can get. Information whiten may “enabler us sto better understand the 
issues for the defense of orderly marketing can only serve a positive 


purpose. 


We *beliieve the “GMSMC -shouldWset aside ats) elitist attitude 


andeeaecenl Our application on sobserver .status. We request your 


support iy this*endeavour. 


inp conclusion, swe thank “you for the opportunity of “Chis 


meeting and request your consideration for the views we have expressed. 
mam) Fe 


All of Which is Respectfully 
Submitted by: 


NATIONAL FARMERS UNION 
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APPENDIX A 


Basic Principles: 
The basic principles of the NFU Dairy Policy 
shall be: 
1.That Canadian Dairy Policy be as simple as 
possible to be easily understood by all farmers. 
2.Recognition of the importance of maintaining 
a sound dairy industry in Canada, capable of 
returning to the producer-farmer a price for the 
product which will return costs of production 
and a fair return for his/her capital investment, 
management and labor skills. 
3.That the Government of Canada, through its 
agency, the Canadian Dairy Commission: 
a)Recognize the principle that Canadian 
producers must be given priority as suppliers 
of the domestic market for dairy products, 
and, 
b)Pursue a more positive and aggressive pol- 
icy in respect to expanding outlets for Cana- 
dian dairy products through commercial ex- 
ports, food aid and social programs at home 
and abroad. 
c)The quota for special exports should be long 
term in nature and should not exceed the 
current level of 5% of domestic requirement. 
4.It must also be recognized that it is in the 
public interest to have a reasonable inventory 
of dairy products at all times. The cost of main- 
taining this inventory should be the respon- 
sibility of the government. 
5.To stabilize the dairy industry in Canada with 
a five-year forecast of requirements, policies 
and returns to enable farmers to plan produc- 
tion patterns with forecasts to be updated an- 
nually. 
6.That a proper national price relationship 
between producers in different provinces be 
calculated in such a way as to narrow the wide 
disparity which presently exists in fluid and 
manufacturing milk prices between provinces. 
7.The present market share system provides 
the necessary form of supply management to 
prevent over-production providing imporis are 
similarly controlled, e.g., import quotas for- 
med on the same basis as the Conadian dairy 
producers are now operating under. 
Policy Proposals: 

The NFU calls for the implementation cf the 
following specific policy recommendations in 
order to achieve stability in the dairy industry 
consistent with the basic principles outlined 
above. 
1.That at the earliest possible time. prices for 
all milk of top quality be pooled in such @ way 
as to reflect a blended price return on weighted 
price averages resulting from the end use for 
which such milk is utilized. 
2.Special stabilization consideration be accor- 
ded to cream producers in an attempt to ove: 
come the disparity between butter and skim 
milk production and consumption. 
3.That the CDC pay full subsidy on the market 
share quota with the 308 670 litres (700,000 Ih. 
MSQ to be the upper limit for a single farm 
operation, be it an individual or corporate 
farm. If a farmer or members of the family 
decide to expand a family unit, or if a group ot 
farmers wish to amalgamate their operations, 
the 308,670 litres be used as a base and at most 
two additional partners being bona fide far- 
mers be allowed 220,480 litres (500,000 Ibs) of 
quota. 
4.That the federal government be called upon 
to encourage the expansion of milk production 


jaa Wt echea! 


Dairy Policy 


in Canada for the purpose of utilizing dairy 
products as an important instrument in social 
development for such purposes as: 


a)Developing and implementing immediately 
a comprehensive national school milk pro- 
gram with quality standards. 

b)Developing a milk program for supplemen- 
ting the diet of low income groups in our soc- 
iety. 

c)Expanding our food aid contributions in gen- 
eral and milk specifically for nutrition and 
hunger relief (programs of FAO) in addition 
to the development of bilateral aid programs 
for minimum periods of 5 years with devel- 
oping nations which are deficient in milk pro- 
duction. 

d)Take immediate action to ban all imports of 
imitation or synthetic products and their pro- 
duction within Canada. 

e)Make available significant research funding 
to provide alternate ways of marketing our 
natural dairy products. 


5.That the Canadian Dairy Commission be 
called upon to: 


a)Form an aggressive sales department to 
maintain and promote the consumption of 
dairy products to both domestic and foreign 
markets as well as to take over the function 
of the Belleville Cheese Exchange and in fact 
become a National Marketing Agency. 

b)AI| cheese imports and domestic sales 
thereof must become the marketing respon- 
sibility of the CDC and profits from such sales 
be used for the reduction of the export levy 
on industrial milk. 

c)Assist in the development and promotion of 
new dairy products, e.g., national school 
milk programs and 2+ 10 milk. 

d)Develop stringent controls to prevent large 
dairy corporations from gaining market con- 
trol, or reverse the present trend of large 
corporations from gaining control. 

e)Adopt a mandatory, official Canadian milk 
and cream testing procedure which will ac- 
curately reflect butterfat and solid content 
in milk and cream. 

f)Promote the availability and use of Canadian 
natural cheeses at all Canadian embassies 
and other government depots and supply 
contracts. 

g)Make sure synthetic products are labelled 
as such so that consumers will not mistake 
them for natural dairy products. 


6.Further NFU policy requirements are: 


a)That all existing milk quotas be non-nego- 
tiable and become the property of the res- 
ponsible government agencies in each prov- 
ince and that, where applicable, such agen- 
cies take control of all buying and selling of 
milk quota and that the price of quota paid to 
a producer who is desirous of selling his/her 
quota, be reduced on an equitable compen- 
sation basis, in stages, over the next 6 years 
to nil. 

b)That such agencies transfer quota when av- 
ailable to other producers at buying prices 
until such time as quota values are reduced 
to nil. 

c)That in order to prevent speculation and 
third party involvement in those provinces 
where negotiable quotas are currently prac- 
ticed, a First Year Maintenance clause be in- 
voked whereby producers are not obligated 
to fill the quota they purchase within that 
dairy year. 

d)That, as soon as possible, allocating agen- 


cies transfer quotas to producers based on 
the following principles and priority: 
i)Producers holding less than 132,290 litres 
(300,000 Ibs.) total quota. 
ii)Beginning farmers, (including up to three 
working partners in one unit) up to the basic 
quota of 132,290 litres each. 
iii)Producers with less than 220,480 litres 
quota desiring to increase operations up to 
220,480 litres. 
iv)Producers holding more than 220,480 litres 
v)Upper limit for an individual or corporate 
farm be 308,670 litres. In cases of amalga- 
mated or expanded family operations, the 
base of 308,670 litres be increased for up to 
two additional working partners by 220,480 
litres each. 
e)That in recognition of the preceding basic 
principles of quota allocation, freely trans- 
ferable quotas between producers in any 
form, including auction, must end. 
f)That lending and borrowing of MSQ be ad- 
ministered by provincial milk marketing 
boards or agencies with no price attached 
thereto and be continued with maximum lim- 
its set to 10% of a producer's annual quota in 
order to smooth out unpredictable variations 
and better utilize the available MSQ alloted 
by the CDC. 
g)The beginning farmer not be subject to a 
transfer levy, provided he/she commits him 
herself to stay in production for a minimum 
of three years. 


h)That market share quotas be extended to 

cover total domestic needs including fluid re- 
quirements and be the basis for distribution 
of all subsidies. Said MSQ become the res- 
ponsibility of the CDC and be administered 
by provincial agencies, thus providing the 
structure necessary for adequate supply 
management. 


i)MSQ be equitably distributed to present pro- 

ducers meeting necessary quality require- 
ments and provisions be made for orderiy 
entry of new producers. 


j)That MSQ be allocated to various regions in 
Canada in a planned, rational monner deter 
mined by the productive ability as well as the 
social needs of the area rather than in a hap 
hazard manner dictated by economic pres- 
sures and/or profit-oriented corporate decis 
ions. Said allocations be reassessed annually 


k)That the Canadian Milk Supply Management 
Committee disallow interprovincial move 
ment of quota in any year that seven cr more 
provinces have indication by February | that 
their quota is running over 60 percent of their 
allotment. Interprovincial movement of quo 
ta must be so designed as to not encourage 
over-production by provincial marketing 
agencies or governments. 


|)That the size of the quota “sleeve ’ between 
domestic production requirements and total 
market sharing quota never be ailowed !o 
exceed 5% of total MSQ. 


m)That all provincial Milk Marketing Agencies 
adopt a policy on ‘over-quota’ production 
whereby a producer is paid up to a maximum 
of 5% for any production in excess of quota 
and any additional monies accumulated from 
producers shipping in excess of determined 
amounts be used to reduce the ‘in quota’ 
levies for the following year. 


n)That reductions in a producer's market 
share quota be held in reserve and restored 
when market develops but under no circum- 
stances should said quota be assigned to a 
producer whose aggregate fluid and/or mor- 
ket share quota totals more than 308,670 
litres milk or butterfat equivalent, nor should 
the effect of such reassignment be to in- 
crease a milk producer's quota beyond the 
308,670 litres upper limit, but that each ad- 
ditional partner be allowed 220,480 litres. 


o)That when a producer ceases milk produc- 
tion and applies for reentry as a producer 
within five years, his request will be subject 
to review by the allocating authority. 


p)That the Canadian Dairy Commission pay 
the full consumer subsidy on all domestic 
requirements plus normal export markets. 


q)That imports of dairy products be allowed 
only when domestic demand exceeds dom- 
estic supply and that the present cheese im- 
port quota be reduced to a level that cheese 
imports are in balance with cheese exports. 


r)That the owner of a dairy cow with brucellosis 
be compensated at the actual value plus loss 
of income based on the herd average produc- 
tion until reinstated as a producer. We fur- 
thur request that the Minister of Agriculture 


reinstate the administration of a final brucel- 
losis test on all cattle ordered to be slaugh- 
tered on the basis of preliminary tests. 


s)That governments see that such necessary 
equipment os cream cans and cream separ- 
ators and replacement parts be available to 
producers through importation if necessary. 


t)As an interim measure, provincial marketing 
agencies should reserve quota accumulated 
through a transfer levy and maintenance 
clause and be allocated to new producers. 
Such quota should be allocated with no price 
attached to a maximum of 50,000 litres of 
market share quota. When the producer 
ceases production, this allocated quota 
would be returned directly to the provincial 
marketing agency. 


7.In addition to the above policy recommenda- 


tions, the NFU should: 
a)That due to the discrepency between vol- 
ume and weight of 1.03 in the conversion 
from imperial to metric measure for pur- 
poses of payment, that cash settlements to 
producers be based on weight. 
b)Devise a formula to arrive at a price goal 
which can take into consideration price chan- 
ges required to fulfill basic principle No. 2 of 
the dairy policy statement. 
c)Press that farmers not be penalized for the 


deterioration of milk quality after it leaves 
the farm gate. 
d)That provincial marketing agencies not al- 
locate license fees collected from producers 
to other farm organizations for membership 
fees, and further that the OMMB publish the 
financial statement of the Dairy Farmers of 
Canada in the OMMB producer magazine. __ 
e)Maintain the current boycott of Kraft prod- 
ucts as a means of informing farmers and the 
public at large of the monopolistic position 
this international giant is assuming in the 
control of the cheese industry and towards 
producers of the raw product and their or- 
ganization, and to put the NFU in a bargain- 


ing position. 

f)Ensure that NFU briefs on national dairy pol- 
icy be presented early in January. 

g)The National Board move immediately to 
pressure the federal government to increase 
returns farmers receive for milk to cover to- 
tal cost of production including a fair return 
to farmers for labour and investment cost 
and that we totally oppose any attempt to 
remove or decrease the federal dairy sub- 
sidy. 

h)The National Executive continue to seek ob- 
server status on the Canadian Milk Supply 
Management Committee. 
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TABLE 1: FARM AND COMMERCIAL SALES OF MILK AND CREAM IN CANADA, DAIRY YEARS 


1982-83 TO 1986-87 


Farm sales@ 


Fluid purposes 
Industrial milk 
Industrial cream 

Total industrial use 


TOTAL FARM SALES 


Commercial sales of fluid products 


Standard milk 
Low-fat milk® 
Fluid cream‘¢ 


a Milk sold off farms as reported by the first recipient 


1984-85 


10.97 
18.30 
0.77 


30.04 


3.59 
7.28 
1.87 


August-December 


1985-86 


3.42 
7.55 
a Wi 


1982-83 


Zoe 
46.03 
ae lal 
48.14 


73.93 


9.05 
16.44 
3.79 


> Includes 2% milk, skim milk, chocolate milk and buttermilk 


° In milk equivalent 


Source: Agriculture Canada, ere Information Services 


Dairy year 
1983-84 


(MhL) 


26.13 
45.61 

202 
47.63 


73.75 


8.74 
17.11 
4.09 


25.90 
45.65 

1.90 
47.55 


73.45 


8.34 
17.43 
4.36 


1984-85 


Projections 
1985-86 1986-87 
26.40 26.60 
44.90 45.00 
1.85 1.80 
46.75 46.80 
ASOLO 73.40 
8.05 7.90 
17.91 18.35 
4.69 4.70 


TABLE 2: PRODUCTION, DOMESTIC DISAPPEARANCE AND SUPPORT PRICES OF VARIOUS 


DAIRY PRODUCTS, DAIRY YEARS 1982-83 TO 1986-387 


Production 


Butter 

Cheddar 

Specialty cheeses 
Concentrated whole milk? 
Skim milk powder 


Domestic disappearance 


Butter 

Cheddar 

Specialty cheeses 
Concentrated whole milk 
Skim milk powder 


Support prices 


Industrial milk ($/hL) 
Butter (S/kg) 
Skim milk powder ($/kg) 


Thousands of kilolitres 
Estimates 

January 1 

April l 

August | 

August 16 


a “ o uv » 


August-December 


1984-85 


39.84 
40.43 
41.34 
69.40 
45.00 


48.82 
40.77 
50.46 

7.60 
33.76 


44.65 
4.78 
2.85 


1985-86 


34.76 
48.07 
44.17 
42.86 
29.64 


44.19 
43.17 
50.94 
poy (1 
20157. 


45.68 
4.93 
Pape) 


1982-83 


111.85 
96.15 
81.21 

166.08 

139.45 


105.72 
90.38 
100.64 
osu 
31.13 


Dairy year 


1983-84 


(kt) 


107.76 
101.68 

87.43 
147.44 
128.34 


107.61 
96.83 
105.58 
56.34 
62.43 


1984-85 


41.02¢41.40°41.664 42.30¢43.18°43.834 
4.55 4.60 4.71 


4.33 4.38 4.42 
yee) SASL” Ei 


212 


aa 


Phe) 


99.58 
102.09 
94.58 
174.61 
112.63 


106.32 
99.92 
113.76 
45.61 
57.55 


44.65 
4.78 
2.85 


Projections 
1985-86 1986-87 

95.50 95.50 
109.50 106.50 
98.00 100.00 
140.00 140.00 
100.00 100.00 
102.95 100.00 
102.00 103.00 
117.67 119.00 
49.98 40.00 
44.23 42.00 
45.68  45.68-46.75 

4.93 4.93-5.10 

rg 2 2.92-3.00 


Source: Agriculture Canada, Market Information Services 


TABLE 3: CHEDDAR AND SPECIALTY CHEESE SUPPLY AND DISPOSITION, CANADA, DAIRY 
YEARS 1982-83 TO 1986-87 


August-December Dairy year Projections 
1984-85 1985-86 1982-83 1983-84 1984-85 1985-86 1986-87 
(t) 
Cheddar Cheese 
Beginning stocks 42 362 38814 38 067 40 774 42 362 38 814 37 064 
Production 40 434 48071 96 145 101 678 102 087 109 500 106 500 
Imports 95 66 0 356 447 350 300 
Total supply 82 891 86 951 134 212 142 808 144 896 148 664 143 864 
Exports 1 867 4 850 3 055 3619 6 161 9 600 4500 
Closing stocks 40 2522 38 933 40 774 42 362 38814 37 064 36 364 
Domestic disappearance 40 772 43 168 90 383 96 827 She) yal 102 000 103 000 
Specialty cheeses 
Beginning stocks 12 434 Siri 12 283 11541 12 434 MIL Chafee 10 804 
Production 41344 44 168 81 207 87 434 94 576 98 000 100 000 
Imports 9813 8753 19735 20 209 20 054 20 000 20 000 
Total supply 63 §91 64 898 LSI225 119 184 127 064 129 977 130 804 
Exports 828 786 1048 1166 1 355 1 500 1500 
Closing stocks 12 3008 13 173 11541 12 434 11954 10 804 10 304 
\ 

Domestic disappearance 50 463 50 939 100 636 105 584 hikes aise 117 650 119 000 


Domestic cheese consumption 


Cheddar 40 772 43 168 90 383 96 827 99921 102 000 103 000 
Specialty cheeses 50 463 50 939 100 636 105 584 113 755 117673 119000 
Total 91 235 94 107 191019 202 411 213 676 2196 ts 222 090 


a Stocks to the end of December 


Source: Agriculture Canada, Market Information Services 


TABLE 4: BUTTERSUPPLY AND DISPOSITION, CANADA, DAIRY YEARS 1982-83 TO 1986-87 


August-December Dairy year Projections 
1984-85 1985-86 1982-83 1983-84 1984-85 1985-86 1986-87 
(t) 

Butter 
Beginning stocks 37 450 30 168 35 290 OM ee 37 450 30 168 22318 
Production 39 835 34 757 111 849 107 761 99 584 95 500 95 500 
Imports 22 41 39 50 102 50 50 
Total supply TT 307 64 966 147 178 145 283 137 136 125718 117 868 
Exports 221 445 3 987 222i 653 450 600 
Closing stocks 28 2634 20327, 37 472 37 450 30 168 DORMS 17 268 
Domestic consumption 48 823 44.194 LOS allo 107 606 106315 102 950 100 000 


2. Stock to the end of December 


Source: Agriculture Canada, Market [nformation Services 


TABLE 5: CONCENTRATED WHOLE MILK AND SKIM MILK POWDER, SUPPLY AND 
DISPOSITION, CANADA, DAIRY YEARS 1982-83 TO 1986-87 


August-December Dairy year Projections 
1984-85 1985-86 1982-83 1983-84 1984-85 1985-86 1986-87 
Concentrated whole milk (kL) 
Beginning stocks 22200 21977 25/937 24700 22 200 2197 22 000 
Production 69 401 42 863 166 079 147 437 174610 140 000 140 000 
Imports 0) 0) 0) 0 0 0 0 
Total supply 91601 64 840 191616 jRaAPs kesh 196 810 161977 162 000 
- Exports 58 435 26 720 87 902 93 595 129 219 90 000 90 000 
Closing stocks 25 5708 12 3554 24700 22 200 21977 22 000 22 000 
Domestic consumption 7096 25 765 79014 56 342 45614 49 977 50 000 
Skim milk powder (t) 
Beginning stocks 37 767 30 226 60 844 42794 on on 30 226 24000 
Production 44998 29 641 139 452 128 343 112 628 100 000 100 000 
Imports 0 0 0 0 0) 0 0 
Total supply 82 765 59 867 200 296 L787 150 395 130 226 124000 
Exports 26 187 24092 126 373 710'939 62 616 62 000 60 000 
Closing stocks 22 8832 LS270 42794 37 767 30 226 24 000 22 000 
Domestic consumption 33 755 20 565 Sipl29 62 431 57553 44 226 42 000 
\ 


a Stocks to the end of December 


Source: Agriculture Canada, Market Information Services 
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TABLE 6: APPARENT PER-CAPITA CONSUMPTION OF FOOD IN CANADA,a 1976-84 


Commodity 1976 1977 1978 1979 1980 1981 1982 1983 1984> 
Dairy products 

Cheddar cheese 1.62 1.48 1.49 1.82 IND 2.50 1.70 DAN 234 

Process cheese 2.68 2S 2.97 2.80 2.92 2.97 3.01 3.03 Doys: 

Variety cheese 2.68 2.84 3.05 3.08 2.94 3.08 DS 3.43 Seo 

Skim milk powder 2.83 3.50 0.41 2.18 1.80 1.99 2.41 bls 2.54 

Evaporated milk Sail 3.95 4.32 Dea 2.20 lui 2.49 AID 1.20 

Ice cream LENS) 12.50 2 12.94 12.96 12.80 UE Sint 12.51 11.97 

Fluid milk and cream 103-25 O42 ee LOs 8 LOSt6 2S 08:82 sal OS: 2a On 96mm O0e3 9 amLOOKO 


eGa@ooaooOo0oaon0nausnunumqrqqmmeeeSSS 
Cereal products 


Wheat flour 61.37 59.02 57.91 56.15 59.31 55.80 Sileos Se). fis! 56.55 
Rice 2.64 2.69 2.83 3.14 3.19 Ba 3.78 Bile 3.92 
Meat 
Beef 5360 48.858 145.73 9 9539 90m 9 53 eet 069 40/45. 40.02 38.32 
Pork 25.10 25.10 25.92 29.05 SL BO) 30.10 27.84 28.62 27.89 
Veal 2esy 2.26 1.84 1.42 1.42 iL Sil 1.69 1.68 1.82 
Mutton and lamb 1.02 0.82 0.87 1.07 0.81 OT ().74 ().80 0.87 
Offal eZ 1.64 1.92 13 1.86 1.38 1.28 1.41 1.46 
Poultry 
Chicken 14.63 15.32 15.97 17.64 ell 17.04 eS 17.24 18.19 
Fowl 1.20 lee 3 1.24 eA 1.26 133 1.41 1.61 1.40 
Turkey 4.17 4.16 4.14 4.08 4.26 LS 3.96 4.06 3.95 
Fish 
Fish and shellfish (fresh and frozen)¢ 6.09 5.68 oe 5.79 6.07 4.80 4.28 5.37° = 
Fish, cured (smoked, salted and pickled) 0.22 0.16 0.36 0.28 0.14 0.20 0.25 0.119 - 
Fish and shellfish, canned 1.91 1.92 2.10 1.97 [aie 1.80 iiss 2.055 - 
Eggs ; PLO. 12.67 12.47 12.98 12.86 12.68 LOTS 12.56 12202 
Fats and oils 
Margarine 5.51 5.87 5.93 boy (4 5.38 6.21 6.47 6.34 6.08 
Shortening and shortening oil et 7.61 7.45 8.36 8.76 8.37 8.19 8.29 8.04 
Salad oil 4.10 4.36 4.24 3.80 3.65 3.83 3.74 4.54 4.41 
Creamery butter 5.08 4.54 4.47 4.45 4.52 4.43 4.28 Seo) BREN) 
Se ART DO QT SSE SSSA. SII TE A 2 I GRE CISD ESTED TE BER ERS I EGE DERI VEEL 
Fruit4 
Fresh 64.60 61.44 59.29 59.98 60.38 62.61 59.98 GEST, 63.99 
Canned Mee, 9.53 17.56 19.14 17.08 19.35 17.59 19.05 20.05 
Frozen 1.20 1530 LQ) 0.91 132 0.85 0.83 1.38 1.04 
Juice 35.03 37.76 41.90 42.60 43.20 46.20 46.06 Ale 41.06 
Dried 9.73 9.44 10.14 9.40 8.80 8.92 _ — - 
Jams, jellies, and marmalades 0.81 0.57 0.58 ~ - = - = — 
Others 0.48 0.51 0.58 0.54 0.46 0.41 0.42 0.57 ().62 
Vegetables? 
Fresh 113,87 ev 5: 8958 1190229035) 121 BAe 823 Gane ON) Zine an led ornament 
Canned 8.35 9.84 10.17 10.07 10.36 10.07 10.82 9.17 8.31 
Frozen LGM 5v32 5.64 5.97 6.23 6.01 6.29 5.46 6.16 
Beverages 
Tea® 1.14 Ley 1.02 0.98 1.02 0.93 0.91 0.91 ().88 
Coffee! 4.40 Sa52 4.21 4.49 4.49 Wf 4.35 4.33 alot 
Cocoa? 1.42 Legit 1.36 E23 1.43 eo edz 155 0.94 
Sugars and syrups 
Sugar 42.06 42.13 41.70 40.30 39.57 STG 38.04 38.70 40.80 
Maple sugar 0.18 0.19 0.14 0.19 0.28 0.38 ().22 0.30 0.15 


Honey 0.85 0.90 0.93 - - - - - — 


— = notavailable 


2 All data are reported in kilograms with the exception of evaporated milk, ice cream and fluid milk and cream, which are reported 
in litres. Unless otherwise specified, all data are in retail weight equivalent. 

° Preliminary 

° [Includes freshwater fish 


* Fresh equivalent. Fresh and canned fruit and juice include tomatoes. All other fruit categories exclude tomatoes. Vegetables 
include potatoes, other vegetables, and mushrooms. 


° Tea-leaf equivalent 
' Green bean equivalent 


Source: Statistics Canada, Apparent Per Capita Food Consumption in Canada, Catalog No. 32-229/230 (revised series) 
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We appreciate the opportunity of meeting with you to outline 
( 


our views on dairy policy issues. 


Since our last meeting, April 13, 1984, a change in government 


ange ministers has occurred. Reduction of the federal deficit has 


become the new priority. 


It has already affected the dairy industry through the reduc-— 
tion on November 8th of $2.2 million for dairy product and market 
research funding and the dairy export subsidy program reduced by an 


amount which works out to about $6.65 million for a full dairy year. 


Dairy producers are now apprehensive about further possible 
funding cuts and/or cost recovery measures that may be forthcoming in 
the May 23rd Budget. 


Should a portion of a cost recovery program, for example, 
felacde a Cul .in thessubsidy of $6.05 per hectolitre and the equiva— 
lent amount be reflected in increased consumer prices, we can predict 
further consumption declines of such products as butter and cheese. 
This, in addition to the export cutbacks, holds further serious impli- 
cations for the levels of Market Share Quotas which may come into 
effect for 1985-86. 


Several factors are already contributing toward uncertainty 
over Che future of the dairy industry. 


1) The international situation with respect to markets for 
dairy products has been depressing. Although actions have been taken 
Pies foe CoUnerics “and the U.S. ‘to restrain production, -the 
EveeUen oe strla expected to be it57 of self-sufficiency, the U.S. also 


remains above self-sufficiency levels and world dairy market prices 
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Conctinueato decline: 


J) 20e. eC. 5s i Order to. reduce its. butter stock,, sold 
aot of butter, to the U.S.S.R.. at.a discount of about 25% below 
the G.A.T.T. International Dairy Agreement minimum price for butter. 
As a consequence the G.A.T.T. minimum butter price has been suspended, 
the world market price has fallen to about U.S. $900/t f.o.b. and the 
U.S. has withdrawn from the International Dairy Agreement. These 
actions further contribute toward overall instability within the 


industry. 


3) Domestically, the Agriculture Canada forecast is. that 
industrial milk and cream shipments are expected to reach 48 MhL which 
is 0.4 MhL over the 1984-85 Market Share Quota. This may affect 
1985-86 M.S.Q. levels. 


4) Industrial milk producers ended the 4% restraint program on 
Oritat 1) LISS. The Returns Adjustment Formula did not, however, 
trigger on April 1 because of the decrease in feed price and the 
moderate inflation rate. As “ai consequence, the gross target. return 
remains at $44.65/hL leading to a decreased target return to producers 


queer deducting the in-quota levy rate payable. Dairy producers are 
falling behind in their returns. 


5) Consumption levels of butter for the dairy year are ex- 
pected to be below 1984-84 levels. Butter stocks as of August lst are 
expected Co be att -the 36-t6. 36.5 Ki -range, significantly higher “than 
mie normal stocks: of 23--to--24-kt. “Cheddar cheese consumption is fore- 
casted to decline although variety cheese consumption may be up by 2%% 
and skim milk powder will remain about the same. Evaporated whole 


milk consumption is also expected to decline. 


6) Under circumstances of rising production and faltering 
consumption levels, our imports of dairy products create added pre- 
ssure to the overall situation. It is projected that we shall again 
impert 20,000 Loot specialty ~heeses under G.A.T.T. Agreements in this 
dairy year which will be offset by combined exports of only 4,600 t of 


cheddar and specialty cheeses. 


* Source: "Milk and Dairy Products" M. Cété and R. Tudor Price in Market Commentary, March, 1985. 
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The combination of these various circumstances make it appar- 
ent that’ the major@constraint to the return of complete chaos to the 


dairy industry must be the continued existence of the Canadian Dairy 


Pommission. Webshallecontinue’ to support ‘the C.D.C. in its efforts to 
retain and administer supply management within the system. 


It becomes increasingly apparent that dairy producers must 
continue to basically rely only on the domestic market to consume milk 


and milk products. 


The production capability remains higher than our current 
levels of consumption of domestically produced milk. this) strone ly 


implies the need to expand the domestic market if profitable export 


markets are not available, Reduction. of imports is one means toward 
achieving Chis end, 


In its July 5, 1984 pre-election policy statement on agri- 


culture, the government stated: 


"We will re-establish a long-term dairy policy in consultation with the 
industry. The dairy industry needs such a policy in order to effectively plan its 
future operations. We will also support the industry in seeking to reduce cheese 
imports by 20%." 


In respect sLo,this,pre-election,promise, weemake, the. following 


ESSPDONSE . 


a) We concur with the need to re-establish long term dairy 


Povey a0, recommend: that a policy pe in ‘place conmencing with the 
1985-86 dairy year which will include: 


i) reaffirmation of continued commitment toward the opera- 
tion and functioning of the Canadian Dairy Commission. ue Es 
respect we are somewhat bewildered and puzzled by a statement of the 
Minister of Agriculture in the House of Commons on April 18 in which 


the following exchange took place: 


Mr. Alain Tardif (Richmond-Wolfe): Mr. Speaker, 
why is the Minister of Agriculture now consider- 
ing the abolishment of the Canadian Dairy Commi- 
S8ion which “has* beén’ s6 ‘useful to farmers during 
the past ten years, providing some stability and 
security in that important production? 
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Hon. John Wise (Minister of Agriculture): 

Mr. Speaker, I think if the Hon. Member knew a 
little more about the dairy industry in Canada 
he would realize that indeed the request put 
forward by the dairy farmers of Canada is not 
shared equally or totally or to the same degree 
by producers in all provinces of Canada at this 
moment. 


We go on record as unequivocally disassociating ourselves with 
any notion the Minister may have in scrapping the C.D.C. and would 
consider as untenable any long range dairy policy without the admini- 


strative and supply management function of the C.D.C. 


bi) pibroadeninge the, jucisdiction, of, fhe, C .DeC.,...to- dnclude 
import, licensing , powers, over dairy, products,,./This,;is essential; if.we 
are not to experience in reducing.cheese imports. the. same type of 
fiasco that we are experiencing in establishing meat import quotas. 


The offer to purchase program must also be retained. 


iii) undertaking the development and expansion of domestic 


social programs utilizing dairy products.,. Such programs, might. include: 


Developing and implementing a comprehensive 
national school milk program with quality 
standards. 


Developing a milk program for supplementing 
the. diets,of low,income,groups, in,our. society. 


Provincial government departments responsible for the dis- 
pensation of welfare should be approached to adopt such programs on a 
Cost siaring basis with the federal government. 


iv) expanding export trade both commercially and as food, 
and; 

v) setting national quotas on domestic butterfat require- 
ments and maintaining current subsidies as the minimum levels of 
support to the domestic dairy industry and reinstating the dairy 


export subsidy program to its previous levels. 


vi) the provision of research funding to provide alternate 
ways of marketing our natural dairy products. A good potential market 


for skim milk powder, for example, exist with the baking industry. It 
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needs to be explored and developed. 


It must not be overlooked that the dairy industry ranks third 
in the income classifications of farm products produced in Canada, 
being exceeded in the farm cash income column nationally only by grain 
and livestock. In 1984, income from dairy products contributed 13.6% 
or $2.7 billion to the farm economy, an increase of 8.5% over 1983. 
In B.C., Nova Scotia and Quebec, it is the leading income product and 


ranks second as an income earner in Ontario, P.E.I. and N.B. 


As a consequence, any long term dairy policy must consider not 
only the direct benefit to farm income of dairy production but the 
added value to the economy through the farm purchase of inputs, the 
processing, manufacturing, transportation, wholesaling and retailing 
spin-offs that result in jobs and economic activity which we estimate 
has a multiplier effect within the economy of about seven times the 


Facmavalwe . 


Long term dairy policy must also take into account the poten- 
tial harm to the industry that can result from the widespread merchan- 


tage Of imttatiow or a@rtitreral ‘products ‘that “act as direct ‘competi-— 


tron to the consumption of dairy products. 


Margarine “1's a= product: that has "already maderserious*inroads 
en butter consumption patterns. Per capita margarine consumption is 
estimated at 6.4/7 kg per annum compared to 4.28 kg of butter (1982). 
We believe this consumption disparity is even wider now because of 
continuing high unemployment and because margarine coloring generally 
has been deregulated, permitting its appearance to more closely 


fFesemble that of butter. 


It is well known that a number of public institutions such as 
hospitals regularly use margarine instead of butter. In some instances 
margarine use is now permitted in restaurants. We further believe it 


Lapunnecessary stor}ours public airline, ,Air «Ganada, to ,serve, imported 


cheese. It reflects a negative image of and attitude toward our 
domestic dairy industry. 


Having witnessed the growing encroachment of margarine upon 


the butter market, we are very concerned by the strong federal govern- 
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ment emphasis upon deregulation and the implications that presents to 
the future market expansion of other imitation dairy products. This 
problem is further compounded by the federal easing of controls over 
foreign investment which may well open the door for widespread impor- 
faction and/eremaminactuies i.Canadariot whey—based artificial, dairy 


products. 


The purpose of the "Investment Canada Act'', to quote Industry 


Minister Sinclair Stevens, is to provide: 


"a new positive mandate to encourage and facilitate investment, the kind 
of investment that creates jobs, introduces innovative ideas and technologies and 
expands Canada's economic and industrial base." 


The manufacture of artificial whey-based drinks fit all these 
criteria and that is considerable cause for concern. The risk of 
their introduction under this new legislation is, we feel, at least 
tripled. Although each province claims the right to determine the 


sale of these products in their province, we believe it would be 


extremely nacd giro police. 


Farmers require a clear and definitive statement from govern- 
ment with respect to this issue within the context of any new long 


term dairy, policy which should be at least five years. Importation of 


these products and ManuLacture of themiin Canada :sheuld. be’ banned, 


b) With respect to the election promise to reduce cheese 
Pouports by *707,-this would represent abour,4.| million ke of cheese or 
a0 ,000 hinvot milk vainred at 520.3 million ouwhich could be buulte inte 
our: Ssageing M.S.O. levels. 


The eut to one-halP@bye*the Minister of the Special Export 
PrOcrame OL 2.2 MhL saas erlectively reduced milk output by «1. l*MhL. 
The restoration of 450,000 hL through an import cut is inadequate to 
Prreetretie production loss [rom the cut to the S.E.P. It would be 
Bporopriate. tor the Minuster to at least double the projected cut in 


pores Cope. 2am LLuon eo son pcheece... We recommend sthis, 41.26 of, cut in 


cheese) imports: ,; be) proposed. .in.9 lorthcoming »G.A.1.T....»negotiations. 


We welcome the return to the National Milk Marketing Plan of 
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Manitoba and British Columbia. The province of B.C. was accorded the 
concession that its milk production be balanced in the proportion of 


@ 69:35 ratio as between fluid and industrial milk. 


As a condition for its re-entry, B.C. received an increase in 
M.S.Q. of 900 thousand kg of butterfat which will increase its alloca- 
tion under the program from 5.3 to 6.2 Mkg. On an annual basis this 
would increase national M.S.Q. to 48.5 MhL. 


We’ would “appreciate an explanation of how the C.M.S.M.C. 
rationalizes this increase within the context of the program for the 
remaining months of 1984-85 dairy year and for 1985-86. It would be 
Wisatistactory €O Olir Organization if the increase in M.S.Q. to B.C. 
resulted in M.S.Q. cutbacks to other provinces for 1985-86 or conver- 
ecly, increased the in-quota levy rate or the selééve for, over~quota 


levies. 


TABLE A. PROVINCIAL DISIRIBUIION OF MARKET SHARE TABLE B. PROVINCIAL LEVY RATES 
QUOTAS 
Percentage of production 
. Allocation above which over-quota In-quota 
of Non- Province levies are applied levy rate 
optional 
Special Optional a PP iP a SE: SER EOIN iain a TE) Eaiags 
Domestic Export Export 
Province Share Quota Quota Total MSQ Peels 98.0 Deol 
N.S. 95.6 4.80 
c. Wa. wie ota.meheQ. OL Guctertat,  .« . N.B. 100.0 Ses2 
Que. 97.6 5.14 
P.E.I1. 3.096 0.050 0.100 3.246 Ont. 99.0 5.50 
N.S. 2.068 0.032 0.064 2.164 Man. 97 .6 5.14 
N.B. Zeloe 0.035 0.070 2.262 Sask. 97.6 5.14 
Que. 78.436 1.266 fas & 3 82.233 Alta. 96.4 5.14 
Ont. 51.050 0.827 1.653 53.9350 620.2 100.0 5.29 
Man. 6.3584 0.103 0.206 6.693 
Sask. 4.249 0.069 0.137 4.455 
Alta. 10.960 0.177 0.355 11.492 SOURCE: Market Commentary - December, 1984 
Baber eae! Pe Bales a a - In-quota levy for B.C. is $5.14/hL plus 
Canada 169.452. 1 2.641 yep ee en ere a supplementary levy of 15¢/ht 


(47.6 MhL) 
SOURCE: Market Commentary - December, 1984 


a - B.C. was allocated a total MSQ of 6.2 Mkg 
upon re-entry to the N.M.M.P. 


Certain institutional organizations such as federal and pro- 
vincial penitentiaries are engaged in milk production but have no MSQ. 
The same is true of the federal research facility on Woodroffe Avenue 


in Ottawa. Possibly placing them under MSQ should be considered to 
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control their future production levels. 


We have previously referred to, the 4% government restraint 
program which ended April 1 but failed to trigger an increase in the 
target returns .formula. «There, is,no doubt that under the government 
restraint program, target returns levels have fallen below those 


dictated by the milk pricing formula. 


It is again our recommendation that the pricing formula should 
be altered to change the weighting factor in the target returns 
adjustment formula for "cash costs" from 40 percent to 50 percent and 
the ''judgment factor" be reduced from 20 to 10 percent. 


Recently the, concept of Multiple Component Pricing (MCP) was 
approved by the Ontario Milk Marketing Board which will combine 


butterfat content and solids-not-fat (SNF) into the pricing system. 


The component prices will be based on federal support prices 


for butter and skim milk powder. 


This is, we believe, a positive improvement for determining 
the value of industrial milk. We are interested in learning the 
Commission's attitude toward this pricing system and if consideration 
is being given toward extending it toward all industrial milk, with 


particular emphasis on protein content. 


We wish to re-emphasize that in a supply managed program, such 
as the dauiy gundustey~atandawhiera seuss ineM,S.Qe an (bel arbitrarily 
applied,.and Levees gimcresged sia,idef nay «ihe «cost cof)isurplaisrdisposat , 
the cost, formula ftoradatermiming the justifieation tier producersprice 


increases should not be simply abandoned to accommodate political 
epjectives ,of -themsoyenument past was ywohe »scasanin\| the cenductrafi che 


Mea and oo! westraint «program. 


Farmers, by and large, are not the causes of inflation but are 
instead its victims. Consequently, they should be protected from the 
navaces, of infLatiom geabher (than jsacnifa.ced ‘to+it}; sparticularly .when 
their production efficiency is constrained in such a way as to acco- 


mmodate the national interest. 
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In light of the large sums of money now withheld for disposal 
of products through producer levies, we submit producers are entitled 
fo an Anntaieercemmuingeson. Now, wexpenci tires of these funds. are 
utilized. We are, for example, interested in knowing whether the 
recent 9 million pound sale which reduced the butter price by about 
13.6¢ per 1b. (30¢/kg), is considered worthwhile for producers by the 


Commission and are there plans under consideration to repeat it? 


We also believe consideration should be given to having 
processors pay a share of storage costs on products stored for future 


domestic use. 


The current objective appears to be a 3 month turnover time 


for surplus skim milk powder. Is this objective being met? 


What tendering system is now being used by the Commission to 


assure storage is leased at the lowest possible cost? 


Once again we reiterate our previous requests to be accorded 


observer status on the C.M.S.M. Committee. 


While the C.D.C. has always been accessible to our organiza- 
tion on the basis of the initiative we have taken to hold mutual dis- 
cussions, we, as an organization, are not represented on the C.M.5S.M. 
Committee and are thereby deprived of much information essential in 


policy development. Frankly, the situation is ludicrous. 


Previous requests for observer status on the C.M.S.M. Commi- 
tee have been denied. This denial of the opportunity to participate 
as an observer certainly cannot be justified on the basis that our 
organization is hostile toward the operations of the C.D.C. It cannot 
be justified on the grounds that we are not solely a dairy producers 
organization, since we do have a number of members who are dairy 
producers and a fairly comprehensive dairy policy, the product of 
member deliberations on the subject. Four members of our seven member 
National Executive are dairy producers. We respectfully point out 
that the Consumers Association of Canada enjoys observer status. It 


represents no dairy producers and has often taken policy positions 


hostile to orderly marketing. While we do not oppose its presence as 
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an observer, we submit we should no longer be denied a similar right. 


We once again heduest/ |Your assistance. in having the NFU 
granted observer status on ENCwGAl. oe. Conm. tree. 


In conclusion, we thank you for the opportunity of this meet- 
ing and request your careful consideration of the views we have 


expressed. 


SA ce 


All of Which is Respectfully 
Submitted by: 


NATIONAL FARMERS UNION 
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APPENDIX A 
Table 1 
Milk cows(1) - Vaches laitieres(1) ‘ Dairy helfers(2) - Genisses laitieres(2) 
1985 as a 195§ as a 
% of 1984 i of 1984 
1984r 1985 1964¢ 1985 
1985 en 1965 en 
% de 1984 4 de 1984 
thousands - milliers 
Nfld. - T.-N. me Set) 111 0.9 0.9 160 
(ap WED hae Wes oT Z3.4 22.6 96 8.3 6.0 96 
N.S. - N.-E. 34.0 36.3 101 15.0 15.2 1014 
N.B. - N.-B. 28.2 29.0 103 10.9 11.1 102 
Que. 690.0 690.0 ~ 400 240.0 235.0 98 
Ont. 540.0 me oUt 98 265.0 260.0 98 
East - Total - Est 1,320.0 1,510.9 99 540.4 $30.2 98 
Man. 82.0 82.0 100 29.0 29.0 100 
Sask. 84.0 84.0 100 18.0 18.0 100 
Alta. - Alb. 157.0 157.0 100 45.0 44.0 98 
Hau. ~ ¢.-6. 88.0 88.0 100 55.0 33.0 100 
West - Total - Ouest 441.0 411.0 100 125.0 124.0 99 
CANADA 4,731.0 1,774.9 99 645.4 654.2 98 


ne er ae ee cae a re ee re a ne ee a ee a nn ee re ee Oe SE SOS OS Oe a we Oe ee ee ee 


(1) All females which have calved, raised mainly for milk purposes. 

(1) Toutes les femelles qui ont vele, elevees pour la production laitiere. 

(2) All females, 1 year and older, which have never calved, raised for dairy herd replacement, 

(2) Toutes les femelles d’un an ou plus, qui n’ont jamais vele, elevees pour le remplacement des vaches laitieres. 


Source: Statistics Canada - Report on Livestock Surveys - January 1, 1985 


Table 2 


FARM AND COMMERCIAL SALES OF MILK AND CREAM IN CANADA, DAIRY YEARS 1982-83, 
1983-84, 1984-85, 1985-86 


August - December Dairy year Projections 
1983-84 1984-85 1982-83 1983-84 1984-85 1985-86 
(MhL ) (MAL ) (Mn ) (MAL ) (MnL ) (MOL ) 

Farm sales@ 
Fluid purposes a On eae 11.105 Zo Zoe Usa 2 Z6ue 
Industrial milk tiie he Uc t 46.03 45.61 46.1 44.9 
Industrial cream 0.85 eb Zerit 2 OZ ‘Wate, 1.8 
Total industrial use ASLAN OIE: 18.900 48.14 47.63 48.0 46.7 
Total farm sales et 30.00 bye.) 736 7D 74.2 PO 


Commercial sales of fluid products 


d 

Standard milk 3. 80 3. 64 9,05 8. 74 8.4 B.1 
Low-fat milke rane] 134 16.44 Pra 1S 18.0 
Fluid cream? 3 1. 86 3,79 4.06 Nae 4.2 


4Milk sold off farms as reported by the first recipient 

Din milk equivalent 

CIncludes 2% milk, skim milk, chocolate milk and buttermilk 
destimates 


Source: Agriculture Canada - Market Commentary, March, 1985 
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Table 4 


CHEDDAR AND "SPECIALTY" CHEESE SUPPLY AND DISPOSITION CANADA, DAIRY YEARS 1982-83, 


1983-84, 


1984-85, 


1985-86 


oes. - December 


Barey yea 


Projections 
1984-85 1985-86 
(t) 


(t) () (t) (t) (aa) 
Cheddar 
Stocks on August 1 39 585 40 018 38 067 {39 SBS 40 018 38 500 
Production 40 756 40 256 96 145 101 388 98 000 101 000 
Imports 0 0 0 0 0 0 
Total supply BO 341 80 274 134 212 140 973 138 018 139 500 
Exports 15932 1 800, 3 055 3 619 3 500 3 500 
Stocks on July 31 38 965" 40 252, 39 585 40 018 38 518 38 000 
Domestic disappearance 39 783 38 222 SS eal kl Died 36 96 000 98 000 
Specialty cheeses 
Stocks on August 1 11 541 12 469 12 283 17 541 12 469 13 400 
Production 38 079 40 718, 81 207 88 888 92 000 93 000 
Imports 9 058 9 800, cre ib 7s: 20 564 20 000 20 000 
Total supply 58 678 62) 987 0113 225 120° 993 124 469 126 400 
Exports 630, 7805, en 048 1 166 1 100 1 100 
Stocks on July 31 11 584 ae 250) 11 683 12 469 13 369 13 500 
Domestic disappearance 46 464 A295 7 100 494 107 358 110 000 112 000 
Domestic cheese consumption . f 
Cheddar ph: ve Ee 38 222, ANS aT A 97 336 96 000 98 000 
Specialty cheeses 46 464 49 957, 100 494 107 358 110 000 112 000 
Total 86 247 88 179 192 066 204 694 206 000 210 000 
4Stocks to the end of December 1983 . : ; 
Stockal tothe nndte Ri Decotenmnl ons Source: ie a Canada - Market Commentary - 
CEgstimates March, 1985 
Table 5 
BUTTER SUPPLY AND DISPOSITION, CANADA, DAIRY YEARS 1982-83, 1985-84, 1984-85 
1985-86 
August - December Dairy eee rah TBS 
(t) (t) (t) (t) (t) 
Butter 
Stocks on August 1 35-018 33 763 35 290 33 018 33 763 36 300 
Production 39 808 39 860, PVRS AO TIA 107 000 102 000 
Imports 5 ee 39 50 40 
Total supply 72 B31 75 638 5 Ais As eg ad 8 ee be) 140 803 138 300 
Exports 160, 147 3 987 265 2. 200 
Stocks on July 31 24 028 2B 626 5300.8 33 763 36 328 34 100 
Domestic consumption 48 645 44 965 110 173 106 771 104 200 104 000 
aStock to the end of December 1983 
BStock to the end of December 1984 
“Estimates 
Source: Agriculture Canada ~- Market Commentary —- March, 1985 


Table 6 


) 


CONCENTRATED WHOLE MILK AND SKIM MILK POWDER, SUPPLY AND DISPOSITION, CANADA, DAIRY 
YEARS 1982-83, 1985-84, 1984-85, 1985-86 


August — December Dairy year Projections 

1983-84 1984-85 1982-63 1983-84 1984-85 1985-86 
Concentrated whole milk (kL) 
Stacks on August 1 24 700 Has rae 4H 25 537 24 700 25 947 23 000 
Production 46 554 64 950 166 O79 137 421 170 O00 150 000 
Imports 0 0 0 0 0 0 
Total supply lg eoe 90 897 190 616 Howe NWA 195 947 173 000 
Exports a a i 45 000" B87 W2 97 856 120 900 100 000 
Stocks on July 31 A TATAS Z>) 982 24 700 Mie hip 132) 22 1947 23 000 
Domestic consumption 26a 59 20 ke 78 014 38 318 53 000 50 000 
Skim milk powder (t) 
Stacks on August 1 41 678 36 O07 60 B44 4) 678 36 007 35 000 
Production 43 833 44 916 1359059 127 708 127 000 117 000 
Imports 0 0 0 0 0 0 
Total supply Bose 80 923 200 296 i69 386 163 007 152 000 
Exports 27 O65 34 000, MASS Bien, ro pmas be} 86 O00 80 O00 
Stocks on July 31 26 500° 20419 41 678 36 O07 $5 007 ' 28 000 
Domestic consumption 31 946 26 44a” 32 245 62 440 42 000 44 000 


4Stock to the end of December 1983 
Dstock to the end of December 1984 
CEstimates 


Source: Agriculture Canada - Market Commentary - March, 1985 
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Submission  DBIS 
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Canadian Dairy Commission 
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Ottawa, Ontario June 2, 1987 


INTRODUCTION: 


Within the past year the Commission has acquired a new 
chairman and vice chairman. We extend our congratulations and express 
our wish to continue the cordial relationships of the past into the 


EMLuUre’. 


Our committee has actively functioned to represent the dairy 
producers of our organization in not only annually meeting with this 
Commission but in advancing policy positions to various provincial milk 


marketing and regulatory agencies. 


LONG-TERM DAIRY POLICY: 


We are nearing the -end of the first year of the new 5-year 
dairy policy commitment announced January 22, 1986 by Agriculture 
Minister John Wise. Under this program, the federal government 
extended its commitment for the subsidy of $6.03/hL of standard 
industrial milk until 1990-91, payable on all industrial milk produced 


for domestic requirements plus 1.1 MhL of Special Export Program milk. 


While the continued subsidy commitment of $6.03/hL is welcome, 
it is worth noting that it has remained constant since 1975 at which 
time it represented 24% of Target Returns compared to the present 
Ml Seis tole 


Milk production in Canada is essentially a no-growth industry. 
The Canadian Milk Supply Management Committee set the 1986-87 quota at 
46.6) MhL,)' tthe ‘same’ ‘as' Gin 1985-86. It is not expected to change 
appreciably for 1987-88. In the first six months of the current dairy 
year (August-—January), milk for fluid purposes increased by a, while 
mitk available tor industrialspuarpesées "declined by 1% andycream' by 47./* 
The tighter situation for industrial uses resulted from higher demand 
for fluid milk products and lower milk production in the fall because 


of low quality forage. 


* Statistics Canada, Dairy Market Review, April 23, 1987, Vol. 62, No. 7 
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Consequently, some out-of-storage movement to fill domestic 
requirements for butter, cheddar cheese, skim milk powder and evapor- 
ated milk is reported to have taken place. This situation is said to 
have prompted the Commission to decide to postpone the manufacture of 
some products for export and to import some skim milk powder to supply 


the animal feed industry.* 


Needless to say, this seems ironic in view of past experience 
in the high cost for export disposal of surplus skim milk powder. The 
increased utilization of milk for cheddar and specialty cheese produc-— 
tion can only been interpreted as positive developments in the domestic 


dairy products industry. 


The gross target return as of August 1st, 1986, was set at 
P4o.30/hL of standard milk, however, as a result of a $36 million 
surplus in funds collected from producers in 1985/86 to finance the 
export of skim milk powder, $10 million was allocated to levies for 
1986/87 by the Canadian Milk Supply Management Committee which resulted 
in the reduction of in-quota levies for the current dairy year from 
$5.13/hL to $4.61/hL. The balance of $26 million was refunded to the 
provinces for distribution to producers, which has been done either 
directly (P.E.I., Manitoba, Saskatchewan, Alberta) or indirectly by 
further reducing in-quota and Special Export Program levies PONcarres 


Quebec and New Brunswick). 


Hopefully the expanded production of cheddar and specialty 
cheeses in the current dairy year will enable further reductions iff tre 
in-quota levy for the 198/-88 dairy year. 


In addition, an increase in the global MSQ of 46.6 Mhl might 
be possible and would certainly be facilitated through the reduction by 
20% of cheese import quotas promised by the Minister of Agriculture 


approximately two years ago. Regretably, we detect no progress in this 


eLtrection. 


Exports of dairy products amount to 4-6% of Canadian indus- 
trial milk production in butterfat terms and about 22% in non-fat milk 
solids terms, whereas imports of cheese, etc., are equivalent to about 


5% of domestic industrial milk production. In calendar year 1985, 


* Agriculture Canada, Market Commentary, March, 1987 
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Canadian dairy products exports were valued at $213 million while dairy 


imports were valued at $91 million. 


Considering the similarity in volume production between 
exports and imports, a tremendous disparity in the value of exports 
over imports is indicated. We know producers are receiving very little 
for exported products while consumer prices for imported cheeses and 
dairy products are relatively greater than for domestically-produced 
Products. «This, suggests, that, neither, producers, or consumers, benefit 


from current trading arrangements. 


Since 19/75 world dairy market trading prices have been well 
below Canadian prices (and those in most other producing countries) 
with most major producing countries subsidizing exports directly or 
indirectly. We assume that includes products exported to Canada. Very 
Strong corporate, interests, we suspect, are. at..play,ito, prevent., the 


. reduction in cheese import quotas because cheap imports must be very 


profitable. 


Strong arguments can be made to have all subsidized cheese 
imports controlled by the C.D.C. and an import levy collected to offset 
the high costs of our own export subsidies. This could directly assist 
producers through increasing their real income for dairy products and 


would not appreciably affect consumer prices for imported products. 


Losses on C.D.C. marketing operations in recent years have 


been substantial, essentially consuming the entire federal subsidy. 


Dai Year Value of all CDC loss on 
renal July 31) dairy exports marketing Operations 


1979/80 142 116 
1980/81 186 120 
1981/82 250 195 
1982/83 293 256 
1983/84 217 271 
1984/85 240 296 
1985/86 100 (first 6 months) 277 (estimate) 


Source: Agriculture Canada, Commodity Strategy Framework, September, 1986 
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As producers we question why we are required to meet the 
entire cost of losses suffered in exporting surplus dairy products. It 
occurs to us that processors benefit from the additional milk produc-— 
tion through the higher utilization of their processing Capacity but 


are required to contribute nothing toward the cost of maintaining a 


Coe-hold in the international market. This policy should be reviewed. 


On April 1, 1986, the federal. government discontinued paying 
butter marketing Operating costs. Marketing boards were using with-in 
quota levies to pay for storage and buying of butter in the apoLvL Jo 
July 31 period. The stated intent of the policy was to put the 
Processing industry in closer touch with the marketing sector. We 
questioned how this objective would be achieved when producers were 


paying the annual $14 million cost. 


We conclude that essentially for the processing industry the 
change in policy has meant business as usual but producers, instead of 
government, now pay the full cost of this program. In order to finance 
the handling, storage and transportation costs associated with the 
C.D.C. marketing program for butter, $0.18/hL was added to the target 
return and then collected from producers through an additional $0.18/hL 


added to the in-quota levies. 


Closing stocks of butter have been declining in each year 
Since 1983-84 and at the end of 198687 are estimated to be only ee 
Mkg which represents less than 2 months supply. (See table in Appendix) 
It might now be an appropriate time for the processing sector to indeed 


assume some responsibility for the cost of marketing butter. 


THE FUTURE OF THE INDUSTRY: 
Race art Ne tata Lt tied dN 


The dairy industry may, we believe, be on the cutting edge of 
some rather drastic changes to its future shape and structure if 
various signals on policy directions materialize. Many of these 


possible changes are of great concern to us. 


The industry has already experienced considerable contraction 
in terms of the number of producers in operation (41,000), less than 
one-quarter the number in operation twenty years ago. Fewer cows (1.7 
million compared to 1.8 million in 1979) produce more milk as pro- 
duction per cow has increased by about 27 per cent (to 4.781 kgs) in 
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the past ten years. However, the continuing contraction in both the 
numbers “or *’producers” and “cows coulid, by the turn’ of) the: century, 
seriously reduce the size of our industry. Matters of concern include 


the following: 


Invade. Negotiations — There is.no appanent shortage of dairy 
products in the world today. We are reminded that our producer milk 
peices are higher than. in, most .other major dairying , countries. By 


comparison with the U.S., producer prices for fluid milk are 15-40 
per cent higher and industrial milk prices about 20 per cent higher at 
present. Canadian industrial milk prices are four to five times higher 
than prices paid to producers in New Zealand. The mentality of many of 
our politicians and bureaucrats is strongly committed to the concepts 
of "comparative advantage" and cheap food and thus cannot be trusted to 


represent the interests of dairy producers in trade negotiations. 


With the current emphasis on reduction of agricultural 
subsidies world-wide, the prospects for lower future milk prices are 
very real, particularly if a free trade arrangement in agricultural 


products should materialize between Canada and the United States. 


The U.S. Dairy Termination Program reduced the number of 
lactating cows and replacement cows by 6% and 9% respectively between 
1985 and 1986, however, milk production still increased by 1%. The 
Suepluseisitiacion pine that country vs*mot Likely to’ abtergreatlyiwas'a 


result of that program. We remain vulnerable to U.S. imports. 


We greatly fear that our supply management system for dairy 
production will fall victim to any Canada-U.S. free trade arrangement. 
That is why we have vigorously opposed this country's participation in 
suche ea. itrade.sdeal* While government ministers strongly deny the 
disbanding of marketing boards is’ on the table, it can in fact.not be 
otherwise if the intent of a free trade agreement and market accessi- 


bili tye 1s) ‘to, be eased. 


If our domestic market were further opened to foreign dairy 
product imports, the self-sufficiency concept on which our system is 
based would be shattered and the industry thrown into the same chaotic 
state it was prior to the introduction of supply management. We cannot 
identify a single benefit for the Canadian dairy industry to flow from 


a free trade agreement with the U.S. 
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Bovine Growth Hormones are likely to have a marked influence 
on the volume of milk produced by ‘cows’ in future if this drug comes 
into general use. In this’ “respect “it appears adaptation \in the WU-.S: 
will precede general use in Canada by 3 or 4 years. It is predictable 
that the impact from increased milk production through the use of bGH 


will bear a strong downward pressure on future milk prices. 


Imitation Dairy Products represent an additional source of 
pressure on the Canadian dairy industry should a free trade agreement 
be achieved. While there is legislation in most provinces which 
prohibit the marketing of imitation dairy products, we anticipate at 
least some provinces would be prepared to relinquish such legislation, 
given the attitude many provincial Premiers have expressed favouring 


the free trade concept. 


Our concern over the potential negative impact of imitation 
products has been echoed by other producer groups. The Ontario Milk 


Marketing Board, for example, has stated: 


"The potential damage to the dairy industry from imitation dairy products 
could in the long run jeopardize the status of the industry. The greatest vigilance 


must be maintained to prevent further introduction." 


The Dairy Farmers of Canada strongly believes the presence of 
imitation dairy products on the market can only be misleading to 
consumers. It suggests the federal government must assume its juris- 
dictional obligation over the imports and interprovincial trade of 


these products in support of provincial regulations. 


Deficit Reduction has been a major theme of the current 
federal administration. We are very conscious of the Nielsen Task 
Force on Program Review of early 1986 which recommended sweeping 
changes to the dairy program estimating a potential annual saving of 
S300 million. 


Since the report of this Task Force was tabled, Agriculture 
Canada last fall launched an extensive overview of the agricultural 
industry and its programs including those relating directly to the 
dailryyssectors It recommends that efficiency gains be maximized by 


encouraging rapid adoption of new technologies such as DbGH. Such a 
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proposal is of course directly aimed at achieving greater productivity 
which is inevitably linked to lower prices. The Agriculture Canada 
dairy analysts state: "improved efficiency will allow milk and dairy 


products to compete more effectively with other foods and beverages." 


Deregulatironwisisvery: much “avpart “of current federal policy 
initiatives and has implications for the dairy industry. The Ag Canada 
pyerviewrnefers:tomecent court decisions which “have had the effect of 
deregulating the dairy industry from many’ product ‘standards, thus 
making possible the marketing of non-standard products. Such products 
could gain consumer acceptance in preference to the traditional 
product,"’ states the document. The implications point clearly in the 
direction of reducing quality control and enhancing the introduction of 
non-dairy products. We know the processing industry is most interested 
in engaging in greater product diversification and, we believe, not too 


concerned over the impact to dairy producers. The bottom line is profit. 


In addition, the overview questions whether wholesale and 
retail minimum and/or maximum prices for fluid milks imposed by some 
provinces are beneficial to consumers or to dairy producers or pro- 
cessors. This suggests that deregulation in minimum fluid milk pricing 
is being recommended. Because the majority of fluid milk shippers are 
also industrial milk producers, deregulation of fluid prices would have 


a direct impact on farm incomes. 


Federal Cost Recovery initiatives have been an additional 
concept supporting deregulation as larger processors supervise their 
own grading of cheese, for example, and force smaller processors to 
purchase grading services. The R.O.P./Milk recording program has been 
transferred to producer organizations that amalgamate all milk record- 
ing programs within their geographical areas. This has added cost to 


dairy producers and compelled some to discontinue the R.O.P. program. 


Domestic pressure on the supply management program admini- 
stered? by -the™ CMSMC isi etl ll wevident’ by. the BiG. Wwovernment'soinitia- 


ively. announced™ April 2S" to study Tts”posi tion’ within ‘the national 
milk marketing plan for production of industrial milk. The study is 
provoked by the B.C. government's discontent over its share of MSQ (4%) 
immrelatiometos population O(12%4% The system has been charged with 


being ''too inflexible", with B.C. providing only 30% of its industrial 
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milk requirements and not able to take advantage of market opportuni- 
ties in the export area. This type of mentality represents a potential 
threat to national marketing agencies in general and contributes toward 


increasing balkanization. 


Cost of Production is now the subject of a $1 million annual 
program, starting in 1986/87, to measure industrial milk production 
costs, processor margins and yields for the purpose of administering 
target returns to dairy farmers and product support prices. We realize 
the purpose of this study is to update the costing factor in the Target 
Price Returns formula. We require clarification on the efficiency 
factor that is being applied and what the likely impact of a new 


Formula will have on future’ returns: 
CONCLUSIONS AND RECOMMENDATIONS: 


We have outlined a number of concerns and pressures we feel 
are threatening etme, .continued stability. of ~the dairy: sindustry .,in 
Canada. Supply management has worked in this country to protect the 
investments of dairy producers. Dairying is noted as being one of the 
most stable agricultural industries in the country. This is directly 
attributable to the tight regulations and management programs that have 
been in effect. This program has brought stability to both producers 
and consumers. We are apprehensive that the mounting forces for 
destroying this important bulwark in farming are being led by those in 
government and industry devoted to permitting market forces free reign 
in determining the future configuration of the industry through the 
withdrawal of government assistance and support. Lewis )a. poliay 
direction compatible to current government initiatives toward free 
trade, cost recovery, privatization, deregulation and cheap food at the 
farm gate level. It will again lead toward the return of jungle law 


evident in the dairy industry two decades ago. 


Le, thisipredielignadis overstated, we tseek your interpretation 
of athe-.course you believe the industry is. heading over the next 5-10 


years~—ad In, the meanwhile wesshallacontinue to support the C.D.C. in its 


efforts to retain and administer supply management within the existing 
system and again recommend the following policy proposals as a means 


toward further stabilizing our domestic dairy industry: 
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i) ine #yiresdiction of the 'C; DLC. ~ should ibe broadened to 
include import licensing powers over dairy products. If this were now 


the practice, sthe “stolen import) Wicense" tease would mot Wave ‘occurred. 


The voffer ‘to purchase program must also be retained. 


dis ot ite development and expansion o£ '* domestic social 


pPeoerams utilizing dairy products™must be undertaken. Such programs 


might include: 


- Developing and implementing a comprehensive 


national school milk program with quality 


standards: 


- Developing a milk program for supplementing 


the idierssef low income. eroups i1*our “society. 


The practice of proper nutrition is an important corner- 
stone of preventative health care and represents an expenditure that 


can save on curative costs. 


Provincrat government departments responsible for the 
dispensation of welfare should be approached to adopt such programs on 
a cost-sharing basis with the federal government. 


iii) Expanding export trade in dairy products, both commer- 
cially and as food aid, must be undertaken and can in our view best be 
accomplished by the Commission. Because of declining returns to 
producers, the losses on export sales should be shared by the process- 


img sector. 


iv) Maintaining current subsidies as the minimum levels of 
support to the domestic dairy industry is essential as well as re- 


instating the “dairy “export subsidy program to its previous levels. 


v) Research funding must be provided to explore alternate 
ways of marketing our natural dairy products. A good potential market 
for skim milk powder, for example, exists with the baking industry. It 
needs to be explored and developed. Currently research funding is 


centered in the areas of production and processing. 


vi) We once again remind you that our past requests for 


acquiring observer status on the Canadian Milk Supply Management 
Committee have apparently fallen on deaf ears. We request that our 
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application be now given serious consideration and acceptance. 


We are living in a time when producer-organized boards are 
falling under increasing pressure from organized advocacy groups who 
support free trade and can use it as a convenient pretext for attacking 
orderly marketing. We need look no further than the federal govern- 


ment s Nielsen Task Force as evidence. 


Presumably the members of the CMSMC are pro-orderly market- 
ite lies Mot (clear to us show we can be ’considered as a threat to the 
process of the Committee by attending its meetings as an observer. It 
seems to us that the C.D.C. and the CMSMC can use all the friends they 
can get. Information which may enable us to better understand the 
issues for the defense of orderly marketing can only serve a positive 


purpose. 


We believe the CMSMC should now accept our application for 


Observer status. We request, your support in this endeavour. 


Im conelustrons jwee thank ‘you for the opportunity of this 


meeting and request your consideration for the views we have expressed. 


Sie 


All of Which is Respectfully 
Submitted by: 


NATIONAL FARMERS UNION 
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APPENDIX 


Farm and Commercial Sales of Milk and 
Creaimltia Gari Cams ces ctakemerete a ste cheree ane amare tose we sy ehele 8 rete eee! 8 


Production and Domestic Disappearance of 
ERInc ipa Processed ma 1 byt Odie GS Bet ileus tole! eis = s\ersisiais « ¢ 


Cheddar and Specialty Cheese Supply and 
DESDOSUULON. "Caliada ) (sells ets auetetetshett aie auetsiercis Brat cheers aie ; 


BUUCer oUpp Lymand pDiSDOSLUVON CAN AGA lets c'eiclsiels wile w she eis 


Concentrated Whole Milk and Skim Milk Powder 
BUDpLyand eDISspOst ba ON, (Canada ele eiels eis, cyelale «ee A WNT OR 


Support Prices, Wholesale Prices and Retail 
Prices for Selected Dairy Commodities, Canada ....... 


Source: Market Commentary, March 1987 
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